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March 9th marked the fifth anniversary of the 
stock market bottom following the panic that 
began in October of 2007.  That nearly 
eighteen month period, from the high in 2007 
to the low in 2009, was the most terrifying 
period of my thirty-five year financial 
services career.   

Historically, the financial markets have 
always recovered from corrections, 
recessions, and market meltdowns.  Staying 
the course and weathering the storm is not 
easy, but has always benefited those that held 
on and rode out the downturn.   

For those of you who have been our advisory 
client for more than five years, your report 
pages that follow will show you the benefit 
of staying the course and weathering the 
storm.  To be very frank with you, it took all 
the strength and courage I could muster to 
not lose faith that, as in every past market 
selloff, the markets would recover and move 
to new highs. 

There will be challenging times again.  There 
always have been.  The angst of these 
challenges is the price we must pay in order 
to achieve higher long-term rates of return on 
our investments.   

I have often mentioned that my investment 
style trends toward the tortoise.  I have found 
that I am able to provide you with good rates 
of return without having to take an 
extraordinary amount of risk.  I like, really 
like, companies that pay ever increasing 
dividends.  I more heavily weight your 
portfolios toward income generating 
holdings, but not to the exclusion of growth.  
Growth is important, but income produces a 
cushioning effect when the markets start to 
head down.   

Through age 65, the portfolio allocation for 
most of our clients is to stay fully invested in 
stocks, real estate investment trusts (REITs) 
and exchange traded funds (ETFs).  
Beginning at age 65, we start to gradually 
reduce the part of your portfolio that is 
growth focused and begin to increase the 
income focus and may start to add shorter 
term bonds (5 to 7 year maturities).  By age 

70 we want about 42% of your portfolio to 
be in income generating assets (both stocks 
and bonds).  By age 80 the goal is to have 
66% of your assets focused on these more 
conservative holdings.  By age 90, only 20% 
or your portfolio will be growth focused.  
The balance will be income focused. 

The whole purpose of these modifications is 
to cushion future volatility and yet still 
maintain some growth going forward.  From 
the trends I am witnessing, very many of you 
will live well into your 90s and beyond. 
 

Two Income Tax Concerns 

First concern is “Why are there so many 
corrected 1099s?  Why can’t TD Ameritrade 
get it right the first time?”  It isn’t just TD 
Ameritrade (TDA).  All custodians have to 
issue multiple 1099 forms to their account 
holders.  As the companies we own complete 
their own tax filings, sometime the tax nature 
of dividends change.  When TDA is notified 
of these changes, they are required to report 
these changes to you so that you have the 
correct data to add to your tax returns.  This 
is just one of those things we have to deal 
with each year.  For those clients that have us 
prepare their tax returns, this is not a 
problem.  We prepare and file tax returns as 
we complete them.  Then, when corrections 
come, we amend the affected returns, usually 
resulting in a refund.  We normally wait until 
May or June to file the amended returns. 

The second concern has to do with the tax hit 
some of you have had due to the significant 
income and capital gains thrown off by your 
accounts.  My best answer to this problem is 
to let the source of the problem (your taxable 
account) be the source of the money to pay 
the tax.  A $40,000 capital gain will have a 
$6,000 tax for some of you.  Just ask us and 
we will send you whatever you need to pay 
the tax from your account.  There is no 
reason for you to be squeezed to pay the IRS. 

My door is always open to you.  Whether 
you have questions or concerns or wish to 
meet for a review, please do contact me.  The 
opportunity to be of service is appreciated.  


